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/RZ	<RQJ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RIVWXGLHVKDYHH[DPLQHGWKHIDFWRUVWKDWDWWUDFWLQYHVWRUVWRVXEVFULEHWR,32V$EGXO5DKLP	&KH(PEL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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7DMXGGLQ0RKG5DVKLG
$EGXOODK	$EGXO5DKLP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1RUPDOO\WKHLQYHVWRUVZRXOGLQYHVWLQDFRPSDQ\WKDWUHPDLQVFRPSHWLWLYHDQGKDVJURZWKSRWHQWLDOZKLFK
PDNHWKHFRPSDQ\PRUHSURILWDEOHDQGWKHLULQYHVWPHQWPRUHVHFXUH%KDEUD	3HWWZD\&KXQJ/LDQG<X
ZHUHRIWKHYLHZWKDWLILQYHVWRUVDUHRSWLPLVWLFRIWKHFRPSHWLWLYHQHVVDQGIXWXUHJURZWKRIDSDUWLFXODU,32
WKH\ZRXOGEHNHHQWRVXEVFULEHWRWKH,32V*URZWKRSSRUWXQLWLHVUHIOHFWWKDWDILUPLVH[SDQGLQJDQGLQFUHDVLQJLWV
PDUNHWVKDUH7KHUHIRUHLQLVVXLQJDQ,32JURZWKLVDQLPSRUWDQWFULWHULDIRUDFRPSDQ\DQGLWPXVWUHPDLQDWWUDFWLYH
WRLQYHVWRUVDQGDQDO\VWV7RLVVXH,32VLQ0DOD\VLDLQIRUPDWLRQRQWKHXWLOL]DWLRQRIWKHJURVVSURFHHGVPXVWEHIXOO\
GLVFORVHGLQWKHSURVSHFWXVDVUHTXLUHGE\WKH6HFXULWLHV&RPPLVVLRQ6&6RPHILUPVJRIRUOLVWLQJWRREWDLQIXQGV
IRUOLTXLGLW\SXUSRVHVWRSD\GHEWVDQGIRUJURZWKRSSRUWXQLWLHVVXFKDVFDSLWDOLQMHFWLRQH[SDQVLRQDQGUHVHDUFKDQG
GHYHORSPHQW5	'7KLVVWXG\DUJXHVWKDWGLVFORVXUHRILQIRUPDWLRQLQWKHSURVSHFWXVPLJKWVLJQDOWKHTXDOLW\RI
,32VWKDWFRXOGLQIOXHQFHWKHGHPDQGIRUWKHVKDUHVDVLQIRUPHGLQYHVWRUVWHQGWRVXEVFULEHWRJRRGTXDOLW\LVVXHV
7KLVLVIXUWKHUVXSSRUWHGE\/HRQH5RFNDQG:LOOHQERUJZKRH[DPLQHGWKHGLVFORVXUHRILQWHQGHGXVHRI
SURFHHGVDQG,32XQGHUSULFLQJ7KH\QRWHGWKDWWKHGLVFORVXUHRIXVHRI,32SURFHHGVZRXOGDVVLVWLQYHVWRUVWRDQDO\]H
WKHYDOXHRI WKHVWRFNDIWHU OLVWLQJ0HDQZKLOH$EGXO5DKLPDQG&KH(PELIRXQGWKDWJURZWKPRWLYHDQG
ILUVWGD\ UHWXUQVKDYH DSRVLWLYH UHODWLRQVKLS LH JURZWKPRWLYH FRXOG FUHDWH H[FHVVGHPDQG IRU WKH ,32V7KHLU
ILQGLQJVVKRZHGWKDWWKHXWLOL]DWLRQRISURFHHGVIRUJURZWKSURYLGHVDVLJQDORIWKHIXWXUHSURVSHFWVRIDFRPSDQ\2Q
WKHRWKHUKDQG9RQJZDVRIWKHYLHZWKDWZKHQLQYHVWRUVVXEVFULEHWRWKH,32VLWVKRZVWKDWWKH\EHOLHYHLQ
WKHILUP¶VIXWXUHSURVSHFWV7KHUHIRUHWKLVVWXG\DUJXHVWKDWLILQYHVWRUVDUHRSWLPLVWLFRIWKHJURZWKSRWHQWLDORIILUPV
WKHQLWLVH[SHFWHGWKDWWKH\ZRXOGEHDWWUDFWHGWRVXEVFULEHWRWKH,32V+RZHYHUQRVWXGLHVKDYHEHHQFDUULHGRXWWR
FRUURERUDWHWKHUHODWLRQVKLSEHWZHHQJURZWKRSSRUWXQLW\DQG265HPSLULFDOO\7KLVVWXG\LVH[SHFWHGWRVKHGOLJKWRQ
WKHLQIOXHQFHRIJURZWKRSSRUWXQLW\LQWULJJHULQJH[FHVVGHPDQG7KHUHLVDQHDUOLHUVWXG\RQLQYHVWRUV¶GHPDQG265
FDUULHGRXWE\/RZDQG<RQJ+RZHYHUWKHGHWHUPLQDQWRI265ZDVYHU\PXFKIRFXVHGRQLQIRUPDWLRQUHODWHG
WRILUP¶VDFWLRQVGXULQJWKH,32SURFHVV7KHUHIRUHVWXGLHVRQ265DUHVWLOOLQWKHSUHOLPLQDU\VWDJHV
7KLVVWXG\LVWULJJHUHGE\&KXQJHWDO¶VDUJXPHQWWKDWRQHRIWKHUHDVRQVIRULQYHVWRUVWRVXEVFULEHWR
WKH,32VLVWKHJURZWKSURVSHFWVRIILUPV7KLVEHKDYLRULPSOLHVWKDWLQIRUPDWLRQRQSURVSHFWVRIJURZWKLVPRUHOLNHO\
WRGUDZLQYHVWRUVWRSXUFKDVHDQ,32DQGDFFRUGLQJO\LWZRXOGDIIHFWWKHOHYHORI2657KHUHIRUHWKLVVWXG\H[WHQGV
WKHSUHYLRXVVWXG\E\/RZDQG<RQJE\H[DPLQLQJWKHLQIOXHQFHRIJURZWKRSSRUWXQLW\RQ265RI0DOD\VLDQ
,32V7KHUHVWRIWKLVSDSHUGLVFXVVHVWKHOLWHUDWXUHPHWKRGRORJ\ILQGLQJVDQGFRQFOXVLRQVRIWKLVVWXG\
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7KHVLJQDOLQJPRGHOVZHUHIRUPDOL]HGE\
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7KHLQGHSHQGHQWYDULDEOHRIWKLVVWXG\LVJURZWKRSSRUWXQLW\$FFRUGLQJWR&KXQJHWDO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LQYHVWRUVDUHRSWLPLVWLFRIWKHJURZWKRIWKH,32VLWZRXOGLQIOXHQFHWKHUHWXUQRIWKH,32V7KHLUILQGLQJVVKRZWKDW
JURZWKRSSRUWXQLWLHVDUHSRVLWLYHO\UHODWHGZLWKWKHLQLWLDOUHWXUQRI,32V7KXVWKHKLJKHUWKHGHPDQGIURPLQYHVWRUV
ZRXOGLQFUHDVHWKHVXEVFULSWLRQUDWHVXEVHTXHQWO\UHIOHFWVKLJKHULQLWLDOUHWXUQV$SDUWIURPJURZWKRSSRUWXQLW\WKLV
VWXG\DOVRDFNQRZOHGJHVWKDWRWKHUIDFWRUVPLJKWLQIOXHQFHWKH265VXFKDVILUPVL]HGHEWLQVWLWXWLRQDOLQYHVWRUV
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%DVHGRQHPSLULFDOVWXGLHV%HQYHQLVWHDQG%XVDEDDQG0RKG5DVKLG$EGXO5DKLP<RQJDQG0RKG1RU
VKRZHGWKDWLVVXHVL]HGRHVPDNHDGLIIHUHQFHZKHQGHPDQGIURPLQYHVWRUVLVVROLG+RZHYHU&KRZGKU\DQG
1DQGD  SRLQWHG RXW WKDW KLJK GHPDQG IRU ,32V DUH PRUH RIWHQ DVVRFLDWHG ZLWK VPDOO RIIHU SULFH VPDOO
FRPSDQLHVZKLFKDUHODUJHO\XQGHUSULFHG7KXVZHDUJXHWKDWVL]HRIWKHFRPSDQ\SUR[\E\PDUNHWFDSLWDOL]DWLRQ
SURYLGHVDVLJQDOWRLQYHVWRUVZKHQPDNLQJGHFLVLRQVWRVXEVFULEHWRWKH,32V0HDQZKLOHILUPVZLWKKLJKGHEWOHYHOV
ZRXOGH[SHULHQFHILQDQFLDOGLVWUHVVFRVWVZKHQWKHSURILWVIURPWKHLQYHVWPHQWVDUHORZHUWKDQWKHRSHUDWLQJFDVKIORZ
0\HUV'HEWFRXOGVLJQDOWKHULVNVRIWKHILUPV+LJKGHEWOHYHOVZRXOGGHQRWHWKUHDWRIILQDQFLDOGLVWUHVVDQG
DFFRUGLQJO\LQYHVWRUVPLJKWEHUHOXFWDQWWRVXEVFULEH
,QYROYHPHQWRI LQVWLWXWLRQDO LQYHVWRUVLQIRUPHGLQYHVWRUVFRXOGEHDQ LQGLFDWLRQ WKDW WKHILUPKDVJRRGIXWXUH
SURVSHFWV7KHZLQQHU¶VFXUVHWKHRU\VXJJHVWVWKDWLQYHVWRUVIDFHOHVVDGYHUVHVHOHFWLRQSUREOHPVLIWKH,32VKDYHWKH
LQYROYHPHQWRIODUJHO\LQIRUPHGLQYHVWRUV5RFN,WLPSOLHVWKDWWKHGHPDQGIURPLQYHVWRUVIRUWKHSDUWLFXODU
VKDUHVZRXOGLQFUHDVHLIWKHSURSRUWLRQRIVKDUHVKHOGE\LQVWLWXWLRQDOLQYHVWRUVLVODUJH$FFRUGLQJWR5RFN
VKDUHVZLWKODUJHDOORFDWLRQWRUHWDLOLQYHVWRUVEHFRPHDFXUVHWRXQLQIRUPHGLQYHVWRUVDQGWKHVKDUHVZRXOGJHQHUDWH
QHJDWLYH UHWXUQV DV WKH\ DUH RYHUSULFHG 7KHUHIRUH LQYHVWRUV WHQG QRW WR VXEVFULEH WR VKDUHV RI ILUPV ZLWK ODUJH
DOORFDWLRQWRUHWDLOLQYHVWRUV
1RUPDOO\WRDWWUDFWDGHTXDWHLQYHVWRUV¶VXEVFULSWLRQVWKHKLJKULVNLVVXHUZRXOGIL[DORZHU,32RIIHUSULFH%UDGOH\
DQG-RUGDQXVHG,32RIIHUSULFHDVDUHFLSURFDOIRUWKH,32ULVN7KHLUILQGLQJVKRZHGWKDWWKHUHLVDVLJQLILFDQWO\
SRVLWLYHUHODWLRQVKLSEHWZHHQRIIHUSULFHDQGLQLWLDOUHWXUQV%HDWW\DQG:HOFKDUJXHGWKDWLQYHVWRUVDUHDWWUDFWHG
WRVXEVFULEHWR,32VRIVPDOOFRPSDQLHVDVWKH\QRUPDOO\KDYHDORZHURIIHUSULFH7KXVLIWKHORZHURIIHUSULFHKLJK
ULVNILUPVLVXVHGWRVLJQDOWKHTXDOLW\RIWKH,32VLWZRXOGDWWUDFWLQYHVWRUV0HDQZKLOHLQYHVWRUV¶RSWLPLVPLVDOVR
LQIOXHQFHGE\WKHKRWPDUNHWFRQGLWLRQGXULQJWKH,32OLVWLQJ7KLVDUJXPHQW LVIXUWKHUVXSSRUWHGE\0DDQG)DII
 0RKG5DVKLG $EGXO5DKLP DQG <RQJ  ZKR DIILUPHG WKDW WKH PDUNHW FRQGLWLRQV SOD\ D UROH LQ
LQIOXHQFLQJWKHLQYHVWRUV¶LQWHUHVW+HQFHPDUNHWFRQGLWLRQVQRWRQO\DIIHFWWKHQXPEHURIVXFFHVVIXOOLVWLQJVEXWDUH
DOVRYLWDOLQGHWHUPLQLQJWKHGHPDQGIRU,32V

'DWDDQG0HWKRGRORJ\

7KHVDPSOHRIWKLVVWXG\FRPSULVHV,32VOLVWHGRQ%XUVD0DOD\VLDEHWZHHQDQG7KHGDWDRQ,32V
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UDWLRVZHUHREWDLQHGIURPWKH0DOD\VLDQ,VVXLQJ+RXVHDQGYDULRXVQHZVSDSHUUHSRUWV7RH[DPLQHWKHLPSDFWRIWKH
JURZWKRSSRUWXQLW\RQ265DFURVVVHFWLRQDOUHJUHVVLRQPRGHOLVDSSOLHGDVIROORZV
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ZKHUHܱܴܵGHQRWHVRYHUVXEVFULSWLRQUDWLRܩܱܲWKHJURZWKRSSRUWXQLW\DQGPDUNHWFDSLWDOL]DWLRQሺܯܭܶܥܣܲሻGHEW
UDWLR (DEBT), UHWDLORIIHULQJ (RETAIL)LQVWLWXWLRQDOLQYHVWRULQYROYHPHQWሺܴܲܫܸܣܶܧሻ,32ULVNሺܴܫܵܭሻDVZHOODV
PDUNHWFRQGLWLRQܯܭܶܥܱܰሻ
7KHGHSHQGHQWYDULDEOHLQWKLVVWXG\LV265ZKLFKLQGLFDWHVWKHLQYHVWRUV¶GHPDQGDQGLWPHDVXUHVWKHQXPEHURI
WLPHV,32VDUHRYHUVXEVFULEHG$SRVLWLYH265LQGLFDWHVWKDWWKH,32VDUHGHPDQGHGPRUHWKDQWKH\DUHRIIHUHGZKLOH
DQHJDWLYH265LPSOLHVORZHULQYHVWRUV¶GHPDQG7KHIRUPXODIRU265LVDVIROORZV

ܱܴܵ ൌ
ܶ݋ݐ݈ܽ݊ݑܾ݉݁ݎ݋݂ݏ݄ܽݎ݁ݏ݀݁݉ܽ݊݀݁݀݂ݎ݋݉ܽ݊ܫܱܲ
ܶ݋ݐ݈ܽ݊ݑܾ݉݁ݎ݋݂ݏ݄ܽݎ݁ݏ݋݂݂݁ݎ݁݀݅݊ܽ݊ܫܱܲ

7KHPDLQLQGHSHQGHQWYDULDEOHLVJURZWKRSSRUWXQLW\7KLVVWXG\GHILQHVJURZWKRSSRUWXQLW\DVWKHXWLOL]DWLRQRI
WKH,32SURFHHGVIRUDQLQYHVWPHQWRSSRUWXQLW\DVVXJJHVWHGE\$EGXO5DKLPDQG&KH(PEL7KHUHIRUHWKLV
VWXG\PHDVXUHV JURZWKRSSRUWXQLW\ DV WKH SHUFHQWDJHRI SURFHHGV XWLOL]HG IRU LQYHVWPHQW RSSRUWXQLWLHV RYHU WRWDO
SURFHHGV*URZWKRSSRUWXQLW\GOPLVGHWHUPLQHGDVIROORZV

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ܩܱܲ ൌ 
ܷݐ݈݅݅ݖܽݐ݅݋݊݋݂݌ݎ݋ܿ݁݁݀ݏ݂݋ݎ݅݊ݒ݁ݏݐ݉݁݊ݐ݋݌݌݋ݎݐݑ݊݅ݐݕ
ܶ݋ݐ݈ܽ݌ݎ݋ܿ݁݁݀ݏ

7KLVVWXG\DOVRFRQWUROVIRURWKHUYDULDEOHVWKDWPLJKWKDYHDQLQIOXHQFHRQ2657KHFRQWUROYDULDEOHV&9LQWKLV
VWXG\LQFOXGHPDUNHWFDSLWDOL]DWLRQ(MKTCAP) ZKLFKLVGHULYHGIURPWKHWRWDOQXPEHURIHQODUJHGLVVXHGDQGSDLG
XSFDSLWDOPXOWLSOLHG E\WKH RIIHUSULFHWRSUR[\ILUPVL]HDEBT LVWKHGHEWUDWLRZKLFKLVGHULYHGE\GLYLGLQJWRWDO
OLDELOLWLHVZLWK WKH WRWDODVVHWVRETAIL LV WKHSHUFHQWDJHRI UHWDLORIIHULQJRYHU WKH WRWDOQXPEHURIVKDUHV LVVXHG
PRIVATE LV WKH SHUFHQWDJH RI LQVWLWXWLRQDO RIIHULQJ RYHU WKH WRWDO QXPEHU RI VKDUHV LVVXHGRISK RI WKH ,32 LV
FDOFXODWHGDVWKHUHFLSURFDORIWKHRIIHUSULFHDVVXJJHVWHGE\%UDGOH\DQG-RUGDQ7KHVL[WKYDULDEOHSULRU
PDUNHWFRQGLWLRQVDOVR LQIOXHQFHV WKHRYHUVXEVFULSWLRQ UDWLR$V LQGLFDWHGE\$JDUZDOHWDO DKRWPDUNHW
FRQGLWLRQFRXOGUHVXOWLQ2657RUHSUHVHQWWKHPDUNHWFRQGLWLRQMKTCONZHXVHWKHDYHUDJHRIWKUHHPRQWKV¶
(0$6LQGH[UHWXUQVSULRUWR,32OLVWLQJDVVXJJHVWHGE\0RKG5DVKLGHWDO
5HVXOWVDQG'LVFXVVLRQ
7DEOHSUHVHQWVWKHGHVFULSWLYHVWDWLVWLFVRIWKHVDPSOH7KHDYHUDJH265LVWLPHVDQGWKHPLQLPXP265LV
 WLPHV LQGLFDWLQJ DQ XQGHUVXEVFULSWLRQ RI  RU VXEVFULSWLRQ RI RQO\  RI WKH RYHUDOO LVVXH ZKLOH WKH
PD[LPXP265LVWLPHV7KLVVKRZVWKDW265YDULHVIRUHDFK,32LVVXHGLQ0DOD\VLD
*URZWKRSSRUWXQLW\KDVDPHDQRIZLWKWKHORZHVWEHLQJDQGWKHKLJKHVWLPSO\LQJPRVW
RIWKHSURFHHGVUDLVHGDUHWREHXVHGIRULQYHVWPHQWSXUSRVHV0DUNHWFDSLWDOL]DWLRQZKLFKUHSUHVHQWVFRPSDQ\VL]H
KDVDPHDQRI50PLOOLRQZLWKWKHORZHVWEHLQJ50PLOOLRQDQGWKHKLJKHVW50ELOOLRQ7KHUHLVDODUJH
GLIIHUHQFHLQWKHVL]HRIWKHFRPSDQLHVWKDWJRIRUOLVWLQJ2QDYHUDJHGHEWWRDVVHWVUDWLRLVZLWKWKHORZHVW
UDWLRDWDQGWKHKLJKHVWDWZKLFKPLJKWKDYHEHHQFDXVHGE\DFFXPXODWHGORVVHVRIHTXLW\RQWKH
EDODQFHVKHHW
7KHDYHUDJHDOORFDWLRQRI,32VWRXQLQIRUPHGLQYHVWRUVQRUPDOO\DVVRFLDWHGZLWKUHWDLOLQYHVWRUVLVDQG
WKHKLJKHVW SHUFHQWDJHRI ,32V WR UHWDLO LQYHVWRUV LV 0HDQZKLOH WKH DYHUDJH DOORFDWLRQRI ,32VZLWK WKH
LQYROYHPHQWRILQIRUPHGLQYHVWRUVLQVWLWXWLRQDOLQYHVWRUVLVDQGWKHKLJKHVWLVLQGLFDWLQJWKDWWKH
GHPDQGIRU,32VLVPDLQO\IURPWKLVJURXSRILQYHVWRUV7KHULVNRIWKH,32LVRQDYHUDJHXSWRDPD[LPXPRI
ZKLFKVKRZVDODUJHYDULDQFHEHWZHHQFRPSDQLHVWKDWKDYHKLJKDQGORZULVNV)RUPDUNHWFRQGLWLRQUHIOHFWHG
E\WKHDYHUDJHUHWXUQVRIWKHWKUHHPRQWKV¶(0$6LQGH[SULRUWRWKH,32OLVWLQJWKHDYHUDJHLVZLWKWKHKLJKHVW
EHLQJDQGWKHPLQLPXPDQHJDWLYH

7DEOH'HVFULSWLYHVWDWLVWLFVRIYDULDEOHV-DQXDU\WR'HFHPEHU
 
9DULDEOH  0HDQ 0HGLDQ 6WGGHY 0LQ 0D[
2YHUVXEVFULSWLRQUDWLRWLPHV     
*URZWK2SSRUWXQLW\     
3URFHHG50PLO     
0DUNHW&DSLWDOL]DWLRQ50PLO     
'HEWWR$VVHW     
5HWDLO2IIHULQJ     
3ULYDWH3ODFHPHQWV     
,QLWLDO5HWXUQV     
5,6.UDWLR     
2IIHU3ULFH50     
0DUNHW&RQGLWLRQ      
Note2YHUVXEVFULSWLRQ UDWLR 265 LV WKHQXPEHURI WLPHV WKH ,32VDUHRYHUVXEVFULEHG*URZWKRSSRUWXQLW\ *23 LV WKH
SHUFHQWDJHRISURFHHGWRJURZWK0DUNHWFDSLWDOL]DWLRQ0.7&$3LVWKHQXPEHURISUH,32VKDUHVPXOWLSOLHGE\WKHRIIHUSULFH
'HEWWRDVVHW'(%7LVWKHSHUFHQWDJHRIWRWDOOLDELOLW\WRWRWDODVVHWV5HWDLORIIHULQJ5(7$,/LVWKHDOORFDWLRQRIWKHLVVXHGWR
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SXEOLFXQLQIRUPHGLQYHVWRUV3ULYDWHSODFHPHQW35,9$7(LVWKHDOORFDWLRQRIWKHLVVXHGWRWKHLQVWLWXWLRQDOLQIRUPHGLQYHVWRUV
5,6.LVUHFLSURFDORIWKHRIIHUSULFH0DUNHWFRQGLWLRQ0.7&21LVWKHDYHUDJHUHWXUQRI(0$6,QGH[WKUHHPRQWKVSULRUWR
OLVWLQJ
7DEOHSUHVHQWVWKHFRUUHODWLRQPDWUL[EHWZHHQWKHYDULDEOHV0RVWRIWKHLQGHSHQGHQWYDULDEOHVKDYHDFRUUHODWLRQ
RIOHVVWKDQH[FHSWIRU0.7&$3DQG5,6.ZKLFKVKRZDVLJQLILFDQWQHJDWLYHUHODWLRQVKLSRI


7DEOH3HDUVRQ¶VFRUUHODWLRQPDWUL[EHWZHHQYDULDEOHV

 265 *23 0.7&$3 '(%7 5(7$,/ 35,9$7( 5,6.
*23       
0.7&$3 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     
5(7$,/       
35,9$7(       
5,6.       
0.7&21       
1RWHVDQGGHQRWHVWDWLVWLFDOVLJQLILFDQFHDWWKHDQGOHYHOVUHVSHFWLYHO\*23LVDJURZWKRSSRUWXQLW\
0.7&$3LVPDUNHWFDSLWDOL]DWLRQ'(%7LVWKHSHUFHQWDJHRIWRWDOOLDELOLW\WRWRWDODVVHWV5(7$,/LVWKHDOORFDWLRQRIWKHLVVXHG
WRSXEOLFXQLQIRUPHGLQYHVWRUV35,9$7(LVWKHDOORFDWLRQRIWKHLVVXHGWRWKHLQVWLWXWLRQDOLQIRUPHGLQYHVWRUV5,6.LVWKH
UHFLSURFDORIRIIHUSULFH0.7&21LVWKHDYHUDJHUHWXUQVRI(0$6,QGH[WKUHHPRQWKVSULRUWR,32OLVWLQJ

7DEOHGLVSOD\VWKHPHDQGLIIHUHQFHVEHWZHHQWKHKLJKDQGORZLQYHVWRUGHPDQGJURXSV7KHOHYHORI265GLIIHUV
VXEVWDQWLDOO\DFURVVWKHKLJKDQGORZLQYHVWRUGHPDQGJURXSV7KHKLJKLQYHVWRUGHPDQGJURXSKDVDQ265RI
WLPHVFRPSDUHGWRWKHORZLQYHVWRUGHPDQGJURXSZKLFKLVRQO\WLPHV0HDQZKLOH WKHKLJKLQYHVWRUGHPDQG
JURXSKDVJURZWKRSSRUWXQLW\RIDVFRPSDUHGWRWKHORZLQYHVWRUGHPDQGJURXSZKLFKLV1RQHWKHOHVV
WKH\DUHLQVLJQLILFDQWO\GLIIHUHQW7KHUHVXOWVDOVRVKRZWKDWWKHUHLVKLJKLQYHVWRUV¶GHPDQGIRUORZJURZWKRSSRUWXQLW\
FRPSDQLHV,WVKRZVWKDWLQYHVWRUVDUHPRUHLQWHUHVWHGLQVXEVFULELQJWR,32VZLWKORZHURIIHUSULFHDQGVPDOOPDUNHW
FDSLWDOLVDWLRQ,QDGGLWLRQWKHUHLVJUHDWHULQYROYHPHQWIURPLQVWLWXWLRQDOLQYHVWRUVEXWOHVVSDUWLFLSDWLRQIURPUHWDLO
LQYHVWRUV LQ KLJK GHPDQG ,32V )XUWKHUPRUH D KLJK ULVN UDWLR LV DVVRFLDWHG ZLWK KLJK GHPDQG ,32V 7KHPHDQ
GLIIHUHQFHV IRU RYHUVXEVFULSWLRQ UDWLR JURZWK RSSRUWXQLW\ PDUNHW FDSLWDOL]DWLRQ GHEW UDWLR UHWDLO LQYHVWRUV
LQVWLWXWLRQDOLQYHVWRUVULVNDQGPDUNHWFRQGLWLRQEHWZHHQWKHKLJKDQGORZLQYHVWRUGHPDQGJURXSVDUHDOOVLJQLILFDQW
DWWKHOHYHORUOHVV

7DEOH0HDQYDOXHVEHWZHHQKLJKGHPDQGDQGORZGHPDQG,32V


265
WLPHV
*23

0DUNHW
&DS
50PLO
2IIHU
3ULFH
50
'HEW

5HWDLO

3ULYDWH

5LVN
UDWLR
0DUNHW
&RQG

+LJKGHPDQG,32V         
/RZGHPDQG,32V         
PHDQGLIIHUHQFH         
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 
1RWHVDQGGHQRWHVWDWLVWLFDOVLJQLILFDQFHDWWKHDQGOHYHOVUHVSHFWLYHO\%DVHGRQ)DPDDQG
)UHQFKZHKDYHVHJUHJDWHGWKHKLJKDQGORZLQYHVWRUGHPDQGJURXSVE\WDNLQJ,32VZLWKWKHORZHVWLQYHVWRUV¶
GHPDQGTXDUWLOH  ORZHVW IURP WKHVDPSOHDQGDVVLJQHG WKHPDV ORZGHPDQGSRUWIROLRZKHUHDV ,32V LQ WKH
KLJKHVWLQYHVWRUV¶GHPDQGTXDUWLOHKLJKHVWIURPWKH,32VVDPSOHWREHDVVLJQHGWRKLJKGHPDQGSRUWIROLR

7KHFURVVVHFWLRQDOPXOWLSOHUHJUHVVLRQDQDO\VLVUHVXOWVVKRZQLQ7DEOHTXDQWLI\WKHUROHRIJURZWKRSSRUWXQLW\
LQH[SODLQLQJLQYHVWRUV¶GHPDQGRYHUVXEVFULSWLRQUDWLR7KHFRHIILFLHQWVUHSRUWHGZHUHJHQHUDWHGXVLQJWKH1HZH\
:HVW SURFHGXUH WR FRUUHFW IRU DXWRFRUUHODWLRQ 'XUELQ:DWVRQZDV LQLWLDOO\ ZKHUHDV WKH KHWHURVNHGDVWLFLW\
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:KLWHWHVWZDVXVHGWRGHWHFWKHWHURVNHGDVWLFLW\SUREOHPVXVLQJµ:KLWHFRQVLVWHQWVWDQGDUGHUURUVDQGFRYDULDQFH¶
7KHYDULDQFH LQIODWLRQIDFWRUV9,)UHVXOWUDQJHVIURP WRZKLFK LQGLFDWH WKDW WKHUH LVQRPXOWLFROOLQHDULW\
SUREOHP7KHUHVXOWVLQ7DEOHDUHFRQVLVWHQWZLWKWKHFRUUHODWLRQDQDO\VLVLQ7DEOH2YHUDOOWKHDGMXVWHG5VKRZV
WKDW WKH LQGHSHQGHQW YDULDEOHV LQ WKHPRGHO FRXOG H[SODLQ RI WKH YDULDWLRQV LQ265 ,W LV IRXQG WKDW JURZWK
RSSRUWXQLW\*23 LVVLJQLILFDQWDQGLQYHUVHO\UHODWHGWR265LQGLFDWLQJWKDWFRPSDQLHVZLWKKLJKJURZWKRSSRUWXQLW\
UHFHLYHGORZ265,QRWKHUZRUGVFRPSDQLHVZLWKKLJKJURZWKRSSRUWXQLWLHVDUHPRVWO\HVWDEOLVKHGZLWKWKHYDOXH
GHULYHGIRUJURZWKRSSRUWXQLWLHVEHLQJKLJKO\FHUWDLQDVFRPSDUHGWRVPDOODQG\RXQJFRPSDQLHV

7DEOH5HJUHVVLRQUHVXOWVIRU265PRGHOIRU,32VOLVWHGIURP-DQXDU\WR'HFHPEHU

'HSHQGHQWYDULDEOHLVRYHUVXEVFULSWLRQUDWLR 
9DULDEOH &RHIILFLHQW WVWDWLVWLF
*23
0.7&$3


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
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'(%7   
5(7$,/   
35,9$7(   
5,6.   
0.7&21   
$GMXVWHG5  'XUELQ:DWVRQ' 
)VWDWLVWLF   
1RWHDQGGHQRWHVWDWLVWLFDOVLJQLILFDQFHDWWKHDQGOHYHOVUHVSHFWLYHO\GOPLVDJURZWKRSSRUWXQLW\WKH
SHUFHQWDJHRISURFHHGWRJURZWKMKTCAPLVPDUNHWFDSLWDOL]DWLRQWKHQXPEHURISUH,32VKDUHVPXOWLSOLHGE\WKHRIIHUSULFH
DEBTLVWKHSHUFHQWDJHRIWRWDOOLDELOLW\WRWRWDODVVHWVRETAILLVWKHDOORFDWLRQRIWKHLVVXHGWRSXEOLFXQLQIRUPHGLQYHVWRUV
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